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KEY ECONOMIC INDICATORS - TRINIDAD AND TOBAGO 2 


July 1977 


(In U.S. dollars) Current Exchange Rate: 


US$1.00 = Tr$2.40 + 


INCOME, PRODUCTION, EMPLOYMENT 1974 1975 % Change 1976 % Change 
GDP at Current Prices (million $) 1853 2285 23.3% 2298 0.6% 
GDP at Constant (1970) Prices - 1248 1336 7.1% 1400 4.8% 
Per Capita GDP, Current Prices 1677 1990 18.7% 1964 -i.3t 
Indices: 1971 = 100 
Industrial Production 100.2 80.4 -19.8% 97.2 20.9% 
Avg Labor Productivity - Ti0k - 88.5 14.8% 
Avg Industrial Wage - 165.9 - 218.4 31.7% 
Excluding Oil and Sugar: 
Industrial Production 1i35..7 119.0 2.9% 135.5 13.9% 
Avg Labor Productivity 107.6 109.2 1.5% 119.6 9.5% 
Avg Industrial Wages 139.0 162.5 16.9% 218.4 34.4% 
Labor Force (in thousands) 394.3 395.8 0.3% 400.0 3/ 1.08% 
Avg Unemployment Rate 14.8% 15.2% - 15.033/ = 
MONEY AND PRICES 
M,-currency and demand deposits 2/ 2/ 157.0 223.5 42.4% 274.5 22.8% 
Mj-M, plus time and savings deposits — 555.5 694.0 24.9% 813.0 17.2% 
Interest Rates (weighted avg., 
commercial banks) 10.7% 10.2% - 10.0% - 
Retail Price Index (1960 = 100) 212.5 248.6 17.0% 277.6 11.7% 
BALANCE OF PAYMENTS AND TRADE (Million 
S$) 
Gold & Foreign Exchange Reserves — 390.3 750.9 89.8% 1014.3 35.1% 
External Public Debt (net) 106.6 81.4 -13.4% 63.2 -12.4% 
Annual Debt Service 
Balance of Payments 332.8 456.0 - N.A. - 
Balance of Trade 189.4 274.6 - 206.8 - 
Total Exports, FOB 4/ 2032.1 1769.5 -12.9% 2185.1 23.5% 
Exports, FOB, excluding p/a — 862.2 995.4 15.5% 1057.4 6.2% 
Exports to USA, excluding p/a 4/ 642.1 652.2 1.2% 7oa.5 15.2% 
Total Imports, CIF 1842.7 1494.9 -18.9% 1978.3 32.3% 
Imports, CIF, excluding p/a 4/ 531.1 749.0 41.0% 859.7 14.8% 
Imports from USA 200.1 323.6 61.7% 387.1 19.6% 
MAIN IMPORTS FROM U.S. (1975) Quantity Value (US$ million) 
Wheat (thousand pounds) 231,268 21.8 
Maize r “ 168,799 13.0 
Other Agricultural Products - av.2 
Chemicals ~ 26.7 
Textiles - 1.3 
Iron and Steel Products -" 41.2 
Shipsand Boats (units) 88 55.4 
Other Machinery and Equipment - 73.7 


Sources: Central Statistical Office; Central Bank. 


1/ Fixed rates, effective May 28, 1976. Rates used for conversion in tables (average 

~ annual rates) are: 1974-US$1.00=TT$2.05; 1975-US$1.00=TT$2.17; 1976-US$1.00=TT$2.44. 
2/ End of year, in million US$. 

3/ Estimates. 

4/ Imports and re-exports of petroleum under. processing agreements for purposes of 

ie refining for world market. 





SUMMARY 


1977 is a key year for the Trinidad and Tobago Government's development 
program, as the first of the major investments--a fertilizer plant-- 
goes on stream. Two others--the iron and steel mill and another 
fertilizer plant--have been approved for construction and planning 
continues on others. Infrastructure is proceeding on schedule, and 
there is a real sense of movement on this program. 


Real economic growth of almost 5 percent was recorded in 1976, and is 
expected to remain strong in 1977. The petroleum sector is emerging 
from several problems encountered in 1975 and 1976, and production and 
investment are expected to be strong. Agricultural production is 
relatively high for most products, but low prices for sugar have 
reduced earnings from this major export. The manufacturing sector 
showed significant growth in 1976 in response to increased consumer 
demand, although value added in this sector is still a relatively 
small part of GDP. Government investment will increase by 60 percent 
in 1977 as oil earnings are channeled into public works and other 
development programs. 


Inflation has moderated somewhat in 1976, partly due to price controls 
on some consumer items, but still remains troublesome. The monetary 
sector is highly liquid, and bottlenecks in some sectors create 
inflationary pressures. Import prices have increased due partly to 
devaluation of the Trinidad and Tobago dollar early in 1976 and 
partly to increased transport costs. Real wages and personal 
consumption are rising. 


Trinidad and Tobago continues to run a trade surplus as a result of 

its oil earnings. Non-oil imports increased 15 percent by value in 
1976, while imports from the United States rose by 20 percent, resulting 
in an increase in the United States share of the market to 45 percent. 
With a strong economic performance expected over the next few years 

as the implementation of the industrial program proceeds, there are 
good prospects for increased exports to this country. Capital goods, 
including equipment for the construction, oilfield, metalworking, 
plastics, and chemical industries are particularly in demand here. 
Agricultural imports will continue to be important as well, as Trinidad 
and Tobago relies on foreign markets for a large percentage of its 
basic food requirements. 


Investment opportunities, including downstream industries derived from 
the major plants, are also opening up. The government is actively 
encouraging foreign investments, normally as joint ventures with local 
capital, which are consistent with the country's development objectives. 








A. CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Development 


Trinidad and Tobago does not have a formal development plan, but the 
government's development strategy is broadly defined. Petroleum production, 
while modest in global terms, has loomed large in the economy of this small 
nation since production began during World War I. With the added revenues 
generated by the post-1973 oil price increases, the government intends to 
use this resource to develop oil and gas-related basic industries. A 
fertilizer plant to double existing capacity will go on stream in mid-1977, 
and an additional fertilizer plant should be under construction before the 
end of the year. Construction will also begin on a gas-fueled direct 
reduction iron and steel mill during the year. The feasibility of building 
a liquid natural gas plant is under study. Other projects at various 
stages of planning include a polyester plant, a methanol plant, and an 
aluminum smelter. These projects will depend on the export of a major part 
of their output, particularly to the United States. Given the large cost 
of these high-technology industries, they are being developed under govern- 
ment-ownership or as joint ventures between the government and foreign 
companies. The geographical center for this development is the Point Lisas 
Industrial Port, a 2,000-acre site about 23 miles south of Port of Spain 
now largely in sugar cane fields. 


The basic capital-intensive projects are not in themselves expected to 
absorb much of the unemployment in Trinidad and Tobago (currently estimated 
at 15 percent of the potential work force). On the contrary, shortages of 
skilled technical and managerial personnel are likely to arise in the 
course of implementation of the program. The government does expect that 
the construction industry, downstream industries to be spun off from the 
major plants, and the services sector will provide increased employment 
opportunities, and greater economic prosperity should generate higher 
levels of employment throughout the economy. Much of this secondary develop- 
ment will rely on private enterprise, and the government has indicated a 
desire to study investment proposals from foreign as well as local firms in 
developing the spin-off industries. To improve local skills, attention is 
being given to revising the educational structure to increase the level of 
skills in the population to meet the needs of the industrial program, 
although the results of these efforts will not be seen for some time. 
Foreign firms which bring in skilled personnel not available locally are 
being asked to train Trinidad and Tobago nationals to replace them. 


Work on the infrastructure required for this program has also 
begun. A large-scale water supply project is now under construction. 
An 88-megawatt power generator is being installed, and additional 
capacity will be phased in in due course. Dredging of the port to serve 
the Point Lisas industrial estate has begun, while additional transmis- 
sion lines to connect the gas fields with Point Lisas are rapidly being 
installed. Work on preparation of the Point Lisas industrial estate 
proper is also well in hand. 


While the government obviously does not see the future of this 
country as an agricultural nation, some consideration is being given to 
the need to encourage food production, both to reduce dependence on 
imported foodstuffs and to improve employment conditions in rural areas. 


Gross domestic product estimates are available from official 
sources for the first time in several years. They suggest income levels 
somewhat higher than previously thought--close to $2,000 per capita. 
Real output rose by 7.1 percent in 1975 and 4.8 percent in 1976. In 
current U.S. dollar value, however, growth was less than 1 percent in 
1976--largely an exchange rate phenomenon, as a result of devaluation of 
the Trinidad and Tobago dollar. These estimates are admittedly imperfect, 
as data collection is problematical for a variety of reasons, but resulted 
from an extensive and serious effort by the Central Statistical Office 
to provide this basic indicator. Rates of growth are highly sensitive 
to developments in the petroleum sector, which accounts for almost half 
of GDP. The impact of the manufacturing sector, which has been buoyant 
in recent years, is mitigated by the fact that much local industry is of 
the assembly variety, with minimum value added domestically. 


The petroleum sector was adversely affected by a fire at the Amoco 
facilities in southeastern Trinidad in mid-1976, as a result of which 
offshore crude oil production had to be cut back for several months. 
Thus crude output registered a slight drop, from 78.6 million barrels to 
77.7 million. Refinery operations were also affected owing to reduced 
deliveries of gas, but refinery throughput (117.6 million barrels) was 
still considerably above 1975 (85.7 million barrels) when labor disputes 
significantly reduced refinery operations. Local value added on this 
petroleum is only a fraction of the cost of the oil, however. Ferti- 
lizer production was also reduced somewhat as a result of the shortfall 
in natural gas deliveries. Total 1976 output of 373 thousand tons was 
2.3% below 1975 levels, but this should increase substantially in 1977 
as production from the new plant comes on stream. Domestic output in 
the petroleum sector as a whole, including exploration expenditure, 
petrochemicals, and the oilfield services sector rose by almost 7 
percent in real terms in 1976. 














Normal rates of crude production have now been resumed, and output of 
the petroleum sector generally should be at normal levels in 1977. In late 
1976, the government amended the income tax law to change the method of 
assessing taxes on oil produced in Trinidad; as a result, the major oil 
companies are expected to increase investment in secondary recovery techniques. 
Oil exploration offshore continues, and some new fields, particularly of 
natural gas, have reportedly been located. It now appears that gas supplies 
may be adequate to service the projected industrial projects and provide a 
surplus large enough to justify the investment in an LNG plant, even though 
reserves of this magnitude have apparently not been proven. Overall, it is 
expected that investment in oil production and further exploration will be 
moderately strong over the next few years. 


The agricultural sector recorded mixed results in 1976. Sugar tonnage 
increased substantially following a poor harvest in 1975, but the value of 
exports declined as a result of a sharp drop in international sugar prices. 
Reports of a record crop in the 1977 harvest are now being moderated somewhat, 
and total production at about 170,000 tons is expected. Income will in any 
case be relatively low at current prices. 

Production of coffee and cocoa declined in the 1975/76 season, despite 
favorable international price trends, in part because of a shortage of 
labor at prevailing wage rates in this sector. The government expects 
output of both products to more than double for the 1976/77 crop year if 
the labor shortage can be resolved. Citrus production rose in 1976, but 
fell in 1977. Output of meats should continue to show significant gains, 
although domestic production is far short of demand. Trinidad and Tobago 
relies on imports for a high percentage of its basic food requirements. 
This situation is not likely to change, given the general thrust of the 
development program. 


The manufacturing sector showed strong growth in 1976. Overall 
production in sectors other than the traditional oil and sugar industries 
rose by 13.9 percent in 1976. Employment of production workers rose by 
only 4.3 percent, the balance of the increase due to improved productivity. 
There was of course considerable variation among different industries. 
Notable gains were made in the metalworking industries, particularly in 
metal building materials, where production increased by about 175 percent 
in 1976. Some other construction industries--sawmills, concrete products, 
paints--showed similar (but less spectacular) trends. The automobile 
assembly industry appears to be reaching capacity, and long delays in 
delivery of new cars are reported. 


Some exportoriented industries have recently faced difficulties as a 
result of reduced imports by other Caribbean countries which have serious 


balance of payments problems. Given a strong trend in domestic demand and 
escalating labor costs, however, investment in new plants and modernization 
of existing industries should continue. Because the latter tends to reduce 
employment, at least in relative terms, it will partially offset employment 
gains from plant expansion. Thus the industrial sector is not likely to 
become a major stimulus to employment until the large industrial develop- 
ment projects and their "spin off" industries become operational. 


Private investment expenditures are not known. It may be noted that 
imports of machinery and equipment rose by 34.5 percent (by value) in 1976, 
following an increase of 109.4 percent in 1975. Since no significant items 
of industrial machinery are manufactured locally, this estimate can be 
taken as a rough indicator of the trend in investment expenditure on capital 
goods equipment. Production and sales of bricks and blocks rose by only 4 
percent in 1976, while cement production declined slightly. It can there- 
fore be assumed that building construction remained stagnant in 1976. Some 
improvement is expected in 1977 as a result of increased demand for housing. 


Government investment expenditures more than doubled in 1976, as 
expenditures began to be made out of the special long term development 
funds financed by the increased oil revenues. It is expected that develop- 
ment expenditures will rise by more than 60 percent in 1977. One third of 
the total represents expenditures on the major industrial projects and 
related infrastructure described above. Schools, roads, health centers, 
housing and community development, and regional utilities account for much 
of the balance. Nevertheless, the inadequacy of public services--water, 
telephones, road maintenance, etc.--will continue to embarrass the government 

for some time. 


Consumption has been rising rapidly. While no figures are available 
on actual expenditures for consumption, there are several indicators which 
underscore this trend: Average industrial earnings rose by 22 percent in 
1976, a real increase of 9 percent. Commercial bank loans to individuals 
rose by one-third from December 1975 to December 1976. Revenues from 
purchase taxes on goods rose by over 20 percent in 1976, despite reductions 
in rates on a number of items beginning January 1, 1976. The increase in 
real standards of living which these figures imply also suggest a widening 
of the distance for those who are outside the economy. 


Prices and Wages 


The rate of inflation, as measured by the retail price index (the only 
index published here), has moderated in 1976. The annual rate of increase 
declined from 17 percent in 1975 to 11.7 percent in 1976. This 








was achieved in part by the subsidization of some basic items that make 
up the market basket (chiefly food products) and price controls on 
others. There has been evidence of repressed inflation--e.g., supply 
shortages, under-the-counter sales of such essential products as pota- 
toes and onions, and speculation in the housing market, particularly in 
the first half of 1977. 


The government has tried to maintain a firm hand on the growth of 
the money supply, chiefly by maintaining a high percentage of government 
deposits abroad and by sale of government bonds, although the latter is 
at a modest level. The Central Bank also makes extensive use of "moral 
suasion" to guide the banking system on credit policies. Nevertheless, 
there is a lack of good investment opportunities which has resulted in a 
highly liquid banking system, and has tended to limit private saving in 
the form of productive assets. While much thought has been given to the 
creation of an effective capital market in recent months, this does not 
yet exist. Several well known firms have recently placed new share 
issues on the market, and at the government-approved selling price, 
demand has far exceeded the size of the issue. The Central Bank has 
followed developments in the money market closely, and it is understood 
that the Bank has been taking steps to reduce the high degree of liquid- 
ity in the economy in recent months. Nevertheless, the rate of growth 
of the money supply (Ml) was still running at an annual rate of 25 
percent at the end of the first quarter of 1977. 


Real wages rose dramatically in 1976, after earnings barely kept 
pace with inflation in 1975. Real earnings in industry generally 
increased by 9 percent, while real wages of production workers rose by 
over 20 percent. The government recently negotiated a salary increase 
of 30 percent (nominal) for public employees, retroactive to January 1; 
1977, with increases at the beginning of the next three years of 5, 

5, and 10 percent. These increases are deemed reasonable and, it is 
hoped, will prove to be a moderating influence on bargaining agreements 
negotiated in other sectors of the economy this year. 


Given the dependence of the economy on imports of many basic items, 
international price and foreign exchange developments also play a major 
part in determining local price levels. A,decision taken in May of last 
year to set a new rate for the Trinidad and Tobago dollar at US$1.00= 
TT$2.40 is controversial, as it is widely believed to contribute to 
inflation. While there are arguments on both sides of the question, it 
is not likely that this rate will be changed in the near future, as to 
do so would make Trinidad and Tobago's nontraditional exports non- 
competitive, and would probably encourage imports at a time when port 
facilities are already clearly inadequate to handle the volume of 
freight coming in. At any rate, the inflationary impact of the de- 
valuation should be eliminated once the new price relationship has been 
absorbed. 


Foreign Trade 


Trinidad and Tobago continues to run a substantial trade surplus as 
a result of its large oil earnings, although the gap narrowed somewhat 
in 1976. During the year, the government added $363.4 million to its 
official reserves. The size of this surplus in 1977 will depend largely 
on the earnings of the petroleum sector, which are subject to a degree 
of uncertainty, but it is fairly safe to assume there will be one. 

1/ 

While the U.S. dollar value of exports net of reexported petroleum — 
products rose by 6.2 percent in 1976, the value of nonoil imports rose 
by 14.8 percent. Much of this increase was attributable to price 
increases, as the volume of imports rose by about 3.5 percent. It is 
likely that imports would have grown more substantially were it not for 
severe problems of congestion at the ports which have caused long delays 
in receipt of goods and shortages of some imports on the local market. 

A surcharge on international freight rates owing to an increase in turn- 
around time here and increased use of air freight to speed up shipments 
has inevitably raised the cost of imported goods. 

2/ 

As a member of the Caribbean Community (CARICOM), Trinidad and 
Tobago gives preference to imports from member states. The specific 
measures adopted to achieve economic integration include a common external 
tariff, a negative list of items prohibited or for which a special 
license is required for imports from nonCARICOM countries, and an agricul- 
tural marketing arrangement to encourage production of basic foodstuffs 
within the region. CARICOM has been showing signs of internal strain 
recently as a result of unequal economic prospects of the member states-- 
notably, the gulf opened up as a result of prosperity in oilrich Trinidad 
and Tobago and severe economic and balance of payments crises in other 
CARICOM member nations including Jamaica and Guyana. The government of 
Trinidad and Tobago has made substantial financial credits available to 
its partners to facilitate a continuation of trade within the Community, 


1/ Over half the value of Trinidad's imports and exports consist of 
petroleum from abroad which is refined for the world market. Conceptu- 
ally, Trinidad's exports should include domesticallyproduced petroleum 
products plus the value added on imported oil at the local refineries. 
Estimates of the latter are not included in the published statistics, 
and is sufficiently small to be ignored for analytical purposes. 


2/ Other members are Antigua, Barbados, Belize, Dominica, Grenada, 
Guyana, Jamaica, Montserrat, St. Kitts/Nevis, St. Lucia and St. Vincent. 











but it is becoming increasingly evident that this country cannot carry 
this burden alone. 


The government of Trinidad and Tobago has an active program to 
promote nontraditional exports, primarily as a means of diversifying its 
export base and creating employment. It has made good use of the United 
States Generalized System of Preferences (GSP) for developing countries, 
both in utilizing the tariff concessions for eligible products already 
being manufactured and in assessing the impact of duty-free entry into 
the United States market on new investment decisions. Nevertheless, 
crude petroleum still accounts for about 60 percent of domestically- 
produced exports, petrochemicals another 5 percent, and sugar, coffee 
and cocoa products about 6 percent. 


B. IMPLICATIONS FOR THE UNITED STATES 


Opportunities in Trinidad and Tobago for United States exporters 
and investors are more attractive than one might expect for a country of 
1.2 million people. Aside from the purely economic considerations, 
there is a high degree of receptivity for United States products, 
especially capital goods involving a substantial degree of technology. 
This is particularly true for the major industrial projects described 
above, and for the downstream industries expected to derive from these 
projects. The government of Trinidad and Tobago is actively seeking 
contacts with appropriate United States firms who might be interested in 
locating at the Point Lisas industrial estate. Other manufacturing 
ventures, including enclave-type industries, are also welcome. 


As a rule, the government prefers that new investments coming into 
the country enter into partnership with local capital, public or private, 
constituting at least 51 percent of equity. While each proposal is 
considered on its merits, some other factors considered before approving 
an investment include the market potential for the plant's output, 
especially access to the United States and other developed markets, as 
well as the Caribbean region. Meaningful transfer of technology through 
training of nationals, local managerial control, and a serious research 
development capability within Trinidad and Tobago are also sought in 
foreign investment proposals. Investment proposals which receive the 
government's approval may be accorded "pioneer status" and receive tax 
and other advantages. Potential investors can discuss their projects 
with the government's Industrial Development Corporation (IDC), either 
at its Port of Spain headquarters or at the IDC's North American Office, 
Suite 712-714, 400 Madison Avenue, New York, N.Y. 10017 (telephone (212) 
755-9360). 
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Given the relatively small size of this country, it is a particu- 
larly attractive site for investment by progressive small and medium- 
size United States firms with comparable scales of production. 


Although agreement has been reached with the Government of Trinidad 
and Tobago enabling U.S. companies to insure their investments with the 
Overseas Private Investment Corporation (OPIC), the history and medium- 
term outlook for this country are such that political risk insurance can 
be viewed as added security for a reasonably reliable investment, rather 
than as an essential precondition for doing business here. While expro- 
priations are not unknown, they have been the result of negotiated sales 
at reasonable value for the assets, rather than forced acquisition. 


With a large variety of construction projects planned, both on the 
industrial plants themselves and on infrastructure, a number of opportuni- 
ties are also open here for U.S. construction and engineering firms, 
consultants, architects, etc., to supplement a small but highly competent 
group of local firms in this field. Joint ventures with local partners 
are feasible and recommended on most construction projects. 


Opportunities also exist for financial investors since the reserves 
of the Government of Trinidad and Tobago, while relatively large, are 
not adequate to finance an investment program of the size contemplated. 
The government recently placed its first borrowing ($150 million) on the 
international (Eurocurrency) markets, and it is understood that the 
issue was well received. The government has existing legislative 
authority to borrow up to $210 million additional. 


The United States share of imports (exclusive of oil for processing) 
rose from 43.2 percent in 1975 to 45 percent in 1976. Total imports from 
the United States rose by almost 20 percent by value. Early data for 
1977 indicate a decline in the value of imports from the United States, 
largely as a result of declining prices for U.S. agricultural products 
and a shiftin grain purchases from the United States to Canada. This 
trend may be reversed later in the year, however, as imports of equipment 
for some major investment projects are expected during 1977. 


Beginning January 1, 1976, preferential trade arrangements among 
British Commonwealth member countries were abolished, removing one 
deterrent to United States exports to Trinidad and Tobago. The immediate 
effect was dampened in part by historic trading relationships of local 
importing houses with Commonwealth suppliers. Also, the decision to peg 
the Trinidad and Tobago dollar to the U.S. dollar instead of sterling 
meant that any further devaluation of the pound will now benefit U.K. 
suppliers to this market. The only remaining restrictions on U.S. 
exports to this market are the negative list and CARICOM arrangements 
referred to above. 
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The most significant growth in imports from the United States have 
been in capital goods--oilfield equipment, metal working machinery, 
construction equipment, refrigeration equipment, and equipment for the 
plastics and chemical industries in particular. Nevertheless, agricul- 
tural products still constitute a high percentage of total United States 
exports to Trinidad and Tobago. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign eT $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





